THABACHWEU LOCAL MUNICIPALITY 


VIREMENT 


Policy 



The Thaba Chweu Municipality policies are statements of principles and practices dealing with the on-going 
management and administration of the Municipality’s budget. These policies act as a guiding frame of 
reference for how the Municipality deals with everything from its day- to-day IT operational and support 
procedures to comply with security régulations and codes of practice. This “statement of purpose” will guide 
the actions to be taken to achieve that purpose. 
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• No Virements will be approved on any Revenue éléments. Revenue provision's amendments are 
to be adopted via adjustments budget.11 

8. Capital Budget Virements.11 

8.1. Virements which relate to projects approved as part of annual or adjustment budgets, will be 
permitted.11 


8.2. No Virements of which the affected will be to add "new" projects onto the capital Budget, will 


be allowed.11 

8.3. Virements may not cause an increase to individual projects' total project cost.11 

8.4. Virements must be between projects of similar funding sources.11 

8.5. Implémentation of the project from which funds are viremented may not be prejudiced (i.e. 

must not hinder the completion of the project).11 

8.6. Motivation for the virement should clearly State the reason for the saving within the giving 

project as well as the reason for the additional amount required.11 

9. Process and Accountability.11 

9.1. Accountability to ensure that virements applications forms are completed in accordance with 
council's virements policy and are not in conflict with the directorate's strategie objectives manifests 
with the head of the relevant directorate.11 


9.2 Virements proposais are to be completed on the appropriate documentation and forwarded to 


the Manager: Budget for checking and implémentation.11 

9.3. Virements must be signed by the "vote" holder ( per department) and the Manager within 

which the vote is allocated ( Section 79 of MFMA).11 

9.4. Virements forms must be completed for ail Budget Transfer.11 

9.5. Virements in excess of R 50 000.00 with a maximum as determined under section 6.2 requires 

the approval of the Chief Financial Officer ( Section 79 of MFMA).11 

9.6. Must include changes to the Services Delivery and Budget Implémentation Plan ( SDBIP).11 

9.10. Ail documentation must be in order and approved before any expenditure can be committed 
or incurred. (Section79 of MFMA).11 

10. Supplementary.11 

This policy replaces any other policies or council resolution as far as they may refer to virements 
(Transfer of Funds) as defined in this policy.11 

Once approved, the virement policy should form part of the Municipal Manager's formai délégations 
and financial Régulations of the Municipality.11 

Transfers or adjustments falling outside the ambit of this policy must be submitted to the Budget 
adjustment process in terms of section 19 of the MFMA.12 
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1. Introduction 

Webster's New Millennium Dictionary of English defines " Virement" "as a regulated transfer or ré¬ 
allocation of moneyfrom one account to another, especially public funds" 

A Virement represent a flexible mechanism to effect budgetary amendments within a municipal financial 
year. 

Changing circumstances and priorities during a financial period may give rise to a need to virement 
(transfer) funds within or between approved Votes, as defined in the Municipal Finance Management 
Act 56 of 2003 (MFMA). The treatment of such instances may, however, be dépendent on whether an 
adjustment budget is required or not. 


2. Purpose 

The Chief Financial Officer has a statutory duty to ensure that adéquate policies and procedures are in 
place to ensure an effective System of financial control. A municipality's virement policy and its 
underlying administrative process within the System of délégations is one of those Controls. 

Section 81(l)(d) of the MFMA States inter alia that "The Chief Financial Officer of a municipality -... must 
advise senior managers and other senior officiais in the exercise of powers and duties assigned to them 
in terms of section 78 or delegated to them in terms of section 79;..." 

It is the responsibility of each Executive Director of each Directorate to which funds are allocated, to plan 
and conduct assigned operations so as not expend more funds than budgeted and to ensure that funds 
are utilised effectively and efficiently. 

Section 78(l)(b) of the MFMA States inter alia that " each senior manager of a municipality and each 
official of a municipality exercising financial management responsibility must take ail reasonable steps 
within their respective areas of responsibility to ensure- ....(b) that the financial and other resources of 
the municipality are utilised effectively, efficiently, economically and transparently;... 

This policy aims to provide guidelines to senior management in the use of virements as a mechanism in 
their day to day management of their budgets. In addition the policy specifically aims to empower senior 
managers with an efficient financial - and budgetary System to ensure optimum service delivery within 
the current legislative framework of the MFMA and the municipality's System of délégations. 
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3. Définitions 

3.1. Accounting Officer (MFMA) 

(a) in relation to a municipality, means the municipal officiais referred to in section 60; or..." 

3.2. Approved Budget (MFMA) 

Means an annual Budget- 
la) Approved by a municipal council; or 

(b) Approved by a provincial or the national executive following an intervention in terms of section 
139 of the Constitution, and includes such an annual budget as revised by an adjustment budget in 
terms of section 28;" 

3.3. Capital Budget 

This is the estimated amount for capital items in a given fiscal period. Capital items are fixed assets such 
as facilities and equipment, the cost of which is normally written off over a number of fiscal periods. 

3.4. Chief Financial Officer 

"a person designated in terms of section 80 (2) (a) 

3.5. Council (MSA) 

Means the council of a municipality referred to sl8 of the Municipal Structures Act. 

3.6. Financial Year 

The 12 month period between 1 July and 30 June 

3.7. Line Item 

An appropriation that is itemized on a separate line in a budget adopted with the idea of greater 
control over expenditure 

3.8. Service delivery and budget Implémentation Plan (MFMA) 

Means a detailed plan approved by the mayor of a municipality in terms of section 53(1) (c) (ii) for 
implementing the municipality's delivery of municipal services and its annual budget 

3.9. Vote (MFMA) 

(a) One of the main segments into which a budget of a municipality is divided for the appropriation of 
money for the different departments or functional areas of the Municipality; and 

(b) Which spécifiés the total amount that is appropriated for the purpose of the department or 
functional areas concerned. 

3.10. Virement 

The process of transferring an approved budgetary provision from one operating cost element or 
capital project to another within a vote during a municipal financial year and which results from 
changed circumstances from that which prevails at the time of the previous budget adoption. 
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4. MFMA régulation on Budget Versus Expenditure 

The MFMA régulâtes as follows regarding the incurring of expenditure against budgetary provisions 
Section 15 - Appropriation of funds for expenditure 

"A municipality may, except where otherwise provided in this act, incur expenditure only - 

(a) In terms of an approved budget; and 

(b) Within the limit of the amounts appropriated for the different votes in an approved budget" 
Unauthorised Expenditure (MFMA Définition) 

"In relation to a municipality, means any expenditure incurred by a municipality otherwise than in 
accordance with section 15 or 11 (3), and includes - 

(a) Overspending of the total amount appropriated in the municipality's approved budget 

(b) Overspending of the total amount appropriated for a vote in the approved budget; 

(c) Expenditure from a vote unrelated to the spécifie department or functional area covered by the 
vote; 

(d) Expenditure of money appropriated for a spécifie purpose, otherwise than for the spécifie purpose; 

(e) Spending of an allocation referred to in paragraph (b), (c) or (d) of the définition of allocation 
otherwise than in accordance with any conditions of the allocation; or 

(f) A grant by the municipality otherwise than in accordance with this Act" 

5. Virements requirements 

5.1 The Virement process represents the major mechanism to align and take corrective 
(financial/budgetary) action within a directorate during a financial year. 

5.2 In order for a "Vote" (Directorate) to transfer funds from one cost element or capital project to another 
cost element or capital project, a saving has to be identified within the monetary limitations of the 
approved cost element or capital project allocations on the respective budgets. 

5.3 Sufficient, (non-committed) budgetary provision should be available within the giving vote's cost 
element or project concerned to give effect to the budgetary transfer (Virement). In Addition, the 
transferring function must clearly indicate to which cost element or capital project the budget provision 
will be transferred to and provide a clear motivation for the transfer. 

5.4 Any budgetary amendment of which the net impact will be a change to the total approved annual 
budget allocation and any other amendments not covered in this policy are to be considered for 
budgetary adoption via an adjustment budget (per MFMA section 28) 

5.5 In terms of section 17 of the MFMA a municipality's budget is divided into an operating and capital 
budget and consequently no virements are permitted between operating and capital budget. 
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5.6 Virements between Trading- and Rate funded functions are not allowed, due to the differing impact on 
respective tariff- or Rate -bone services' budget, unless adopted via adjustment budget ( per MFMA 
section 28). 

6. Virements Restrictions 

6.1. The Chief financial officer has the authority to limit the number of virements requested at any given 
period 

6.2. Any virement between R 0.00 to R 30 000.00 must be referred to the Manager Budget and Treasury for 
approval, any Virements of R 30 001.00 to R 500 000.00 per case must be referred to the Deputy Chief 
Financial Officer for approval. Virements above R 500 001.00 must be referred to the Chief financial 
Officer for approval under his/her limitation of R 1 000 000.00 per case and any virements above R 

1 000 001.00 must be referred to the Accounting Officer for approval under his/her limitation of R 

2 000 000.00. Any virements above that must be referred to Council for approval. 

6.3. A virement may not create new policy, significantly vary current policy, or alter the approved outcomes 
/ outputs as approved in the IDP for the current or subséquent years. (Section 19 and 21 of MFMA) 

6.4. No Virement may commit the Municipality to increase récurrent expenditure, which commits the 
Council's resources in the following financial year, without the prior approval of the Mayoral 
Committee. 

• Refers to expenditures such as entering into lease or rental agreements e.g. vehicles, photo copiers 
or fax machines. 

6.5. No Virement may be made where it would resuit in over expenditure. (Section 32 of MFMA) 

6.6. If the Virement relates to an increase in the work force establishment, then the Council's existing 
recruitment policies and procedures will apply 

6.7. Virements may not be made in respect of ring-fenced allocations 

6.8. No virements are permitted in the first three months or the final month of the financial. 

6.9. No Virement proposai shall affect amounts to be paid to another Department without the agreement 
of the Manager of the Department, as recorded on the signed Virement form. (Section 30 of MFMA). 

7. Operating Budget Virements 

7.1. Virements are not allowed to utilise spécial purposes budgetary allocations adopted by council as such 
and to which spécifie council recommendations apply ( e.g. budget strategy for growth in repairs and 
maintenance provisions) and which resuit from spécifie resolutions adopted when adopting the budget, 
as virement sources. 

7.2. Sound motivations should be provided for ail virements, as provided for on pro forma virements 
documentation. 

7.3. Spécifie virements limitations: 

7.3.1.No virements are permitted between primary and secondary cost éléments 
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7.3.2.No virements are permitted to and from Grants and subsidies paid, except if supported by council 
decision for such transfer and as per the approved Grants-in-Aid Policy 

7.3.3. Salaries, Wages and allowances subjective category: 

7.3.3.1. Virements are allowed between cost éléments of - and only if these virements are within - this 
subjective category. 

7.3.3.2. Virements to and from this subjective expenditure category are subject to the approval of the 
Deputy Chief Financial Officer 

7.3.2. Rémunération of councillors 

7.3.2.1. Virements within this category are allowed. 

13.2.2. No Virements to and from this category are allowed 

7.3.3. General Expenditure and Repairs and Maintenance (Primary) 

7.3.3.1. Virements to and from cost éléments within these categories are allowed (Virements are allowed 
from General Expenditure to Repairs and Maintenance) 

133.2. The following cost éléments categories are not to be used as sources of virements, but virements 
are allowed within each category: 

• Training related expenditure 

• Bargaining Council provision and skills development levies 

• Insurance related provisions 

• Pensioner and Continued members 

• Repairs and Maintenance 

7.3.3.3. No Virements are allowed to and from the following cost éléments or provisions: 

• CIDS 

• Capital Expenditure - related éléments 

• Scrapping of Assets/Stock 

• VAT 

• Insurance Funds 

7.3.3.4. Contracted Services and Collection costs 

• Virements to and from these cost éléments are allowed 

7.3.3.5. No Virements will be permitted to and from the following expenditure categories, unless such 
amendments are effected within the cost element: 

• Bulk Purchases 

• Bad Debts 

• Interest Charges and Dépréciation 

• Indigent Relief and Income Forgone 

• Appropriation Accounts 
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7.3.3.6. Revenue 

• No Virements will be approved on any Revenue éléments. Revenue provision's amendments are to 
be adopted via adjustments budget. 

8. Capital Budget Virements 

8.1. Virements which relate to projects approved as part of annual or adjustment budgets, will be 
permitted 

8.2. No Virements of which the affected will be to add "new" projects onto the capital Budget, will be 
allowed 

8.3. Virements may not cause an increase to individual projects' total project cost 

8.4. Virements must be between projects of similar funding sources 

8.5. Implémentation of the project from which funds are viremented may not be prejudiced (i.e. must 
not hinder the completion of the project) 

8.6. Motivation for the virement should clearly State the reason for the saving within the giving project 
as well as the reason for the additional amount required. 

9. Process and Accountability 

9.1. Accountability to ensure that virements applications forms are completed in accordance with 
council's virements policy and are not in conflict with the directorate's strategie objectives 
manifests with the head of the relevant directorate. 

9.2 Virements proposais are to be completed on the appropriate documentation and forwarded to the 
Manager: Budget for checking and implémentation. 

9.3. Virements must be signed by the "vote" holder ( per department) and the Manager within which 
the vote is allocated ( Section 79 of MFMA) 

9.4. Virements forms must be completed for ail Budget Transfer 

9.5. Virements in excess of R 50 000.00 with a maximum as determined under section 6.2 requires the 

approval of the Chief Financial Officer ( Section 79 of MFMA) 

9.6. Must include changes to the Services Delivery and Budget Implémentation Plan ( SDBIP) 

9.10. Ail documentation must be in order and approved before any expenditure can be committed or 

incurred. (Section79 of MFMA). 

10. Supplementary 


This policy replaces any other policies or council resolution as far as they may refer to virements 
(Transfer of Funds) as defined in this policy 

Once approved, the virement policy should form part of the Municipal Manager's formai 
délégations and financial Régulations of the Municipality 
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Transfers or adjustments falling outside the ambit of this policy must be submitted to the Budget 
adjustment process in terms of section 19 of the MFMA 


Author 


Name 

Désignation 

Signature 

Contact 

Mogobo Sedibe 

Acting Manager Budget & 
Treasury 


+27 13 235 7351 


Review 


Name 

Désignation 

signature 

Date 














Approval 


Name 

Désignation 

Signature 

Date 






Author: Mogobo Sedibe 


Review: ICT Committee 


Approve: [Manager] 


File Name: Thaba Virement Policy 


Page 12 




























